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Table 1. Corn Supply and Use
US AGRICULTURE continues on an amazing productivity run. The last ϐive corn crops are the 
ϐive largest ever produced. The last 
four soybean crops are the four largest 
ever. Meat production exceeded the 
$100 billion mark for the ϐirst time. The 
question going forward for the markets 
is, “Will this streak continue next year?” 
USDA has provided its outlook for 2018 
and the answer seems to be “Yes.”
Of course, at this point, we do 
not know what weather patterns will 
appear or how agricultural demands 
might adjust over the next 18 months. 
Thus, the USDA outlook is based on 
current trends in production and usage. 
However, those current trends suggest 
the run of large crops and growing meat 
production is not over yet and crop 
price recovery may be still a ways off. 
Crop acreage is concentrating in corn 
and soybean production, as other crops 
still are not offering signiϐicant enough 
returns to pull farmland back to those 
other crops. As has been the case for 
the last few years, projected corn and 
soybean returns are not very attractive, 
but they are better than those offered by 
other crops.
The early estimate for corn acreage 
shows a slight increase in 2018, moving 
up to 91 million acres, as shown in 
Table 1. With the national trendline 
yield set at 173.5 bushels per acre, that 
translates to corn production remaining 
above 14.5 billion bushels. In fact, the 
projected 2018 corn crop would be the 
third-largest ever and total corn supply 
would exceed 17 billion bushels for the 
ϐirst time ever.
Corn usage is projected to remain 
strong as well, but it is still just below 
expected production. Feed and residual 
use is expected to decline slightly, 
which, as livestock production is 
increasing, is probably more about 
residual usage than feed demand. Corn 
usage for ethanol is set to reach another 
record next year. Domestic use of E-15 
is rising and ethanol exports have been 
robust. Food, seed, and other uses 
continue to rise. The weakest demand 
sector is export. With global supplies 
of not only corn, but also other feed 
grains, at extremely high levels, US 
corn is facing a lot of competition in the 
international marketplace. With total 
usage projected at nearly 14.5 billion 
bushels, corn demand is doing what 
it can to lift prices. However, ending 
stocks are expected to rise slightly, 
reaching 2.6 billion bushels, and corn 
prices are projected to stay lower. The 
initial estimate for the 2018/19 season-
average prices is $3.30 per bushel.
The projections for soybeans show 
that this year’s run to beans was no one-
year phenomenon. As shown in Table 2, 
USDA projects 91 million acres will be 
planted to soybeans in 2018, essentially 
tying with corn for the most acreage. 
The 2018 trend yield is 48.4 bushels 
per acre, which would result in 4.36 
billion bushels of soybeans. That would 
be the second-largest crop, behind this 
year. Paralleling corn, with the increase 
production of the last few years, ending 
stocks have grown and that will push 
total soybean supplies to 4.85 billion 
bushels, the highest total ever.
Soybean use has been trending 
higher the last several years, with 
records being set each succeeding 
year. The estimates for 2018 continue 
that run. Domestic crush is set at 1.97 
billion bushels, up 20 million from this 
year. This is being driven by soybean 
meal demand by livestock and soybean 
oil use in the biodiesel industry. The 
increase in acreage implies additional 
seed use, so seed and residual usage is 
raised slightly. However, the big story 
remains exports—while exports for 
the 2017 crop are down slightly, USDA 
shows a rebound back to record exports 
in 2018.
Current corn futures would 
normally translate to a 2018/19 
season-average price around $3.80 per 
bushel. Current soybean futures point 
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Table 2. Soybean Supply and Use
Table 3. Meat Production and Livestock Prices
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continued on page 12
to season-average prices in $9.70-$9.80 
range. Those projections are, however, 
likely misleading as the cash markets will 
maintain wide-than-normal basis levels. 
The larger stock levels are hampering 
basis improvement, which will not occur 
until some of the supplies are cleared 
from the market. Given current basis 
levels, projections for the 2018/19 
crop margins would be slightly below 
breakeven for both crops, continuing 
another streak that is not as pleasant as 
the record production run. It is often said 
that the cure for low prices is low prices. 
However, that cure has not taken affect 
yet and the USDA projections indicate 
that will at least be another year before it 
kicks in.
For the livestock sector, expansion 
is projected in all of the major product 
groups, as shown in Table 3. Beef 
production is set to be six percent 
higher and pork production will grow 
by ϐive percent. Broiler production will 
climb to nearly 42.5 billion pounds and 
turkey production will reach six billion 
pounds. For the livestock industry, 
2017 turned out to be a good year with 
record production, but also solid returns 
as prices held up despite the surge in 
production. The price projections for 
2018 show lower prices, but the drops 
in prices are being offset by the gains in 
production.
Moving forward, concerns will center 
on the pace of expansion. For example, 
the latest Hogs & Pigs report from USDA 
highlighted the steady pace of growth in 
both the number of farrowings and the 
number of pigs per litter. A slight uptick 
in either of those trends would accelerate 
pork production, potentially beyond the 
current pace of pork consumption.
Much of what is driving this 
expansion originates from the 
international marketplace—meat exports 
were robust in 2017 and the early 
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